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AGRICULTURE , DEPARTMENT OF
The insolvency of some grain elevator storage facilities will result in some new
U.S. Department of Agriculture administrative changes according to a statement
by USDA Secretary John R. Block on 8/3/81. The proposals were recommended by
a Warehouse Task Force appointed earlier this year, and include: amending the
CCC Standards for Approval to require warehousemen to submit a certified state
ment by an independent certified public accountant, increase new worth require
ments to be consistent with the U.S. Warehouse Act, and provide for the acceptance
of an irrevocable letter of credit in lieu of bonds. The new changes could affect
as many as 10,000 grain storage facilities nationwide and will be published in
the Federal Register. A comment period, according to USDA Secretary Block,would
follow.
FEDERAL FINANCIAL INSTITUTIONS EXAMINATION COUNCIL
A proposal requiring the three Federal banking supervisory agencies (the F R B ,
the FDIC, and the Comptroller of the Currency) to adopt an accounting guide
line requiring all insured commercial and State chartered mutual savings
banks to maintain their accounts and to report to their supervisory agency
on an accrual accounting basis has been issued for public comment by the
Exam Council (see the 8/14/81 Fed. Reg., pp. 41204-06). Currently, banks
with assets of more than $25 million must report their condition and income
on an accrual basis, but there is no general requirement that they keep
their books on the accrual basis. Banks with assets of less than $25 million
are permitted to file their Reports of Condition and Income on a modified
cash basis, with exceptions for certain items that must be reported on an
accrual basis:
installment credit loan income, bond premium amortization,
depreciation of fixed assets, and income taxes.
In recent years, new
national banks and State chartered non-member banks have been required to
adopt accrual accounting as a condition of chartering or FDIC insurance.
If adopted, the proposed guidelines would be implemented in two stages.
Banks with assets of more than $10 million would be required to institute
accrual accounting prior to 1/1/83; banks with assets of less than $10
million would be required to institute accrual accounting prior to 1/1/85.
Com ments are requested by 10/15/81. For additional information contact
Roger Pugh at 202/447-0939.
FEDERAL HOME LOAN BANK BOARD
Liberalization of eligibility requirements for NOW accounts offered by S&L's was
the subject of an interpretive rule from the Board, 8/13/81. The Board's
interpretation states that all nonprofit organizations are eligible for NOW
checking accounts whether they are private or government entities. In
approving the rule, the Board rejected a Federal Reserve Board approach
which would have required a nonprofit organization to meet a strict defini
tional test. In rejecting the FRB approach, the Board said, "This suggested
approach is inconsistent with congressional intent and would not be easy to
administer." The Board also asked for c o m ments on expanding NOW account
eligibility to partnerships. Board chairman, Richard Pratt, indicated that
there is no reason why NOW accounts should not be offered to all types of
S&L customers.
Under the expanded eligibility requirements, S & L's could
accept NOW accounts from large nonprofit entities, such as hospitals, schools
and universities,which commercial banks will be allowed to accept under the
Fed's regulation Q interpretation, 8/12/81. In addition, the expansion of
nonprofit group eligibility will allow sole proprietors and married couples
who operate an unincorporated business to have NOW accounts.
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Major changes in accounting rules to allow S&L's to defer gains and losses on
the sale of mortgage loans and mortgage related securities were recently
proposed by the Board. The proposal will allow the deferral of gains and
losses which are now required to be reported in the year in which the sale
actually takes place. This requirement has placed a hardship on S&L's that
want to dispose of a substantial portion of their low-yielding mortgages
during one year,because if they take a loss on the sale, that combined with
the reduction in assets could reduce their net worth to such a point that
it could trigger government supervision, involuntary merger or liquidation.
The proposed regulation will aid S & L's in dealing with changes in economic
circumstances such as periods of high inflation. The proposed regulation could
result in as much as $5 billion in tax benefits to the nation's S&L's this year
if the regulation is adopted.
In addition, the Board has decided to withdraw
its proposed regulation limiting the amount of goodwill a federally insured
S&L is allowed to include in its assets when it is acquired by another asso
ciation. S&L's, in computing goodwill, will use the same GAAP standards that
apply to other types of businesses.

LABOR, DEPARTMENT OF
An "Advisory Council on Employee Welfare and Pension Benefit Plans" will be esta
blished by the Secretary of Labor in order to advise him and submit recommenda
tions on ERISA matters. As directed by section 512 of ERISA, Secretary Raymond
J. Donovan will appoint 15 members to the Council as follows: three represen
tatives of employee organizations; three representatives of employers; three
representatives from the general public; and one representative from the fields
of accounting, actuarial counseling, corporate trust, insurance, investment
counseling, and investment management. Recommendations must be submitted by
10/5/81. For additional information contact Labor's Office of Pension and
Welfare Benefit Programs at 202/523-9054.

SECURITIES AND EXCHANGE COMMISSION
Elimination of the requirement of reports of other accountants in annual reports
to security holders was recently adopted by the Commission (see the 8/13/81
Fed. Reg., pp. 40872-73). The final rules eliminate the requirements for
inclusion of separate reports of other accountants in annual reports when
part of an examination is made by an independent accountant other than the
principal accountant of the registrant or when prior period financial state
ments are examined by a predecessor accountant.
Final rules w ere also
adopted to amend Schedule 14A to clarify when financial statements may be
incorporated by reference into proxy or information statements from the
annual report and under what circumstances financial statements in proxy
or information statements may be omitted. For additional information contact
John Albert at 202/272-2130.
Offers and sales of certain securities without registration under the Securities
Act of 1933 are the subjects of a proposed rulemaking recently issued by
the Commission (SEC Release No. 336339). Proposed Regulation D, if adopted,
would replace the existing limited offering exemptions contained in Commission
Rules 146, 240 and 242, and consolidate them into one regulation. The
Commission also adopted amendments to the disclosure provisions of Regulation
A and is considering amendments to Form S—18 which would expand the availability
of the Form to all issuers. The new Regulation D is a series of six rules
designated Rules 501-506. The Commission is requesting comments on the specific
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provisions of the proposed rules and also whether the proposals considered to
gether provide a more coordinated exemptive scheme for limited offering trans
actions, particularly as they relate to the capital formation needs of small
business. Comments are requested by 10/5/81. For additional information contact
Paula Chester at 202/272-2644.

SMALL BUSINESS ADMINISTRATION
Major small business reforms in disaster lending programs and reduced authorization
levels for business loans were contained in the Small Business Administration
section of the Budget Reconciliation bill signed into law by the President on
8/13/8 1
On disaster lending, the law provides that homeowners, as well as
businesses, must now comply with a "credit-elsewhere test" when applying for
disaster loans. For homeowners unable to obtain credit elsewhere, the interest
rate will be set at one-half the government’s cost of money, not to exceed 8
percent. Changes in the SBA business lending program now provide that interest
rates on all direct business loans would be set at the government’s cost of money,
plus up to 1 percent, except in the case of loans to handicapped individuals or
organizations for the handicapped. That rate remains at 3 percent. A uniform
maximum limit of $500,000 per borrower has been established for guaranteed loans.
Maximum maturity of loans was set at 25 years, with longer periods set for loans
used for construction or to acquire real estate. A mandatory 90 percent guar
antee was imposed for guaranteed loans of $100,000 or less. Guaranteed loans
of more than $100,000, up to $715,000 must be guaranteed between 70 percent and
90 percent, and guaranteed loans over $715,000 must receive a guarantee of less
than 70 percent. The cumulative impact of this cost-saving legislation, accord
ing to the Senate Committee on Small Business, is to reduce S B A ’s program levels
by over 40 percent from current policy in fiscal year 1982.
In a related matter, the U.S. Department of Commerce has established a "hot
line" for small business complaints about regulation. The 24-hour switchboard
can be reached at 377-2484 in the Washington, D.C. area and elsewhere at 800424-5208.
TREASURY, DEPARTMENT OF
No loss is recognized and consequently the deduction is disallowed on the exchange
of mortgage pools— "loan swaps"— by S&L’s, according to Revenue Ruling 81-204
recently issued by the IRS. The IRS found that no loss was recognized on the
exchange of the pools because they did not differ in kind or extent. The IRS
also said that the deduction was precluded because the exchange of mortgage
pools had no significant economic or business purpose or utility apart from the
intended tax consequences.

Penalties will not be imposed for failure to have made monthly or semimonthly deposits
of environmental taxes for the quarter ending June 30, 1981, according to a recent
IRS release, IR-81-90. Under regulations published in the Federal Register July
22, 1981, monthly and semimonthly deposits of these taxes imposed by Chapter 38
of the Internal Revenue Code are not required for the quarter ending June 30, 1981
Taxpayers who made monthly and semimonthly deposits of these taxes should credit
the deposits against their environmental tax liability for the quarter ending June
30, 1981, by entering the deposit on lines 4(b) and 4(e) of Form 720, Quarterly
Federal Excise Tax Return. Taxpayers who have an environmental tax liability for
the quarter ending June 30, 1981, but who did not made deposits during the quarter
are required to pay the full amount of the liability with their return, which was
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due 7/31/31. Generally, if taxpayers are reporting liability on Form 720 for two or
more excise taxes subject to different reporting times, the return may be filed
without penalty by the latter date, provided timely deposits were made of the taxes
reportable on the earlier date. For the quarter ending June 30, 1981, the require
ment that timely deposits be made of the taxes reportable on the earlier date does
not apply to environmental taxes.
SPECIAL:

PRESIDENT APPOINTS CPA TO EXPORT COUNCIL

Dudley C. Mecum, CPA, managing partner of the New York office of Peat, Marwick,
Mitchell & Co. was selected by President Reagan to serve as a member of the
President's Export Council. The Council, composed of 26 members, advises the
President on export issues concerning its constituent members— business,
agriculture, government— and promotes exportation within this com m unity. Mr.
Mecum joined Peat, Marwick, Mitchell & Co. as a principal in 1965. Additional
experience with the Federal Government includes the position of Assistant
Secretary of the Army (1971-73) and Assistant Director for Management and Organ
ization, Office of Management and Budget (1973). Mr. Mecum is a member of
the AICPA.
SPECIAL:

AICPA TO H O W 4TH NATIONAL CONFERENCE ON S&L'S

The AICPA's Fourth National Conference on Savings and Loan Associations,a two-day
program including lectures and panel discussions covering current accounting
and auditing issues affecting S&L financial statements, will be held at the
O'Hare Marriott, Chicago, IL on 9/17-18/81. Registration fee for the Conference
is $225. For a d d i t i o n a l information contact the AICPA Meetings Department
at 212/575-6451.

SPECIAL:

AICPA ISSUES SOP ON HOSPITALS' FINANCIAL REPORTING PRACTICES .

A clarification of how not-for-profit hospitals should report their financial rela
tionships with hospital related organizations, such as philanthropic foundations,
has been issued recently by the AICPA as a Statement of Position (SOP). The
Statement describes recommended financial reporting practices to be followed by
a hospital for its related organizations.
If the hospital does not consolidate
the related organization's financial statement with its own, it should describe
the relationship between the hospital and the organization's assets, liabilities,
results of operations and changes in fund balances. This information is to be
included in notes to the hospital's financial statements. A hospital would include
this information if it controls the related organization's activities, management
and policies, and if the organization exists for the sole benefit of the hospital
The SOP on hospitals' financial reporting practices became effective 7/1/81. Copies
of SOP-81-2 are $2.25 and may be obtained by contacting the AICPA's Order Department
at 212/575-6426.

For additional information, please contact Gina Rosasco, Jim Kovakas,
Nick Nichols or Kathee Baker at 202/872-8190.
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